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INTRODUCTION 


For the past twenty-eight years Commu- 
nity Service has sought to awaken concern 
for the future of the small community and 
about the hazard to the nation of having 
so much of its population concentrating 
in the large cities. Now that the cities 
themselves are so clearly suffering there 
is a growing awareness of this as a criti- 
cal problem for the nation. 


In April of 1968, the odvernmental Ad- 
visory Commission an Intergovernmental Re- 
lations puSlished 3 Commission Report Ur- 
ban and Rural America: Policies for Future 
Growth, suggesting ways to correct the 
Population imbalance and consequent decay 
of city and countryside. This is a sig- 
nificant study and its findings of what is 
happening are dramatic. However, the pro- 
posals for building naw cities to cope 
with the population congestion now taking 
place, as well as for relieving the eco- 
nomic adversity of rural areas, leave out 
of consideration the underlying dynamics 
that prevent the building of housing and 
the development of adequate employment, 
public facilities and services by the com- 
munities and people who need them, 


Writing in the British Spectator, Wil- 
liam Janeway observed that “what is true 
of American society at large is true of 
the American economy as well: the prere- 
Quisite for stability has become radical 
change." Yet, “Radical reform is not, of 
course, what is to be expected. .." "As 
matters stand, orice stability in America 
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means an intolerable level of unemploy- 
ment...And average unemployment below 
four percent means an intolerable level 
of inflation at home and accelerated loss 
of competitiveness abroad," 


The nation as a whole may now be impo- 
tent to effectively cope with such basic 
economic and social problems. [t is there- 
fore necessary for us to consider approach- 
es to their solution that lie within the 
power of smaller units of society. 


In this Community Comments we will seek 
to define and illustrate a basic cause of 
the disadvantaoe cf America's hinterland 
and suggest ways in which it can be re- 
moved. Other factors of economic disad- 
vantace, such as the ownership and manage- 
ment af land and natural resources are 
but mentioned because they are more com- 
monly recognized. 


The economic principles we suqgest for 
use by communities and regions can be ap- 
plied to nations as a whole. Lono exoer- 
ience has shown that there is little like- 
lihood of bringing such principles into 
action for entire nations in the near fu- 
ture. Premier Daladier of France once 
prooosed to follow such a2 policy of at- 
taining non-inflationary full employment 
for his nation, and the bankers who were 
jealously orotecting their privileged po- 
sition stopped him in his hope. Senator 
Sankhead in the United States and Sir 
Stafford Cripos in England similarly faund 
the opposition to such prooosals too 
strone. We have concentrated our atten- 
tion on the options and the opportunities 
of the communities, of the people them- 
selves, where the real opportunity lies. 
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THE COMMUNITY'S NEED FGR AN ECONOMY 
by 
Griscom Morgan 


I. A Basic Cause of Extremes of Wealth 
and Poverty 


The growing extreme of concentration of 
population, power, wealth, end poverty in 
America's large cities is leading to strife 
and conflict in the metropolis and to de- 
terioration of life and hope outside the 
metropolitan areas. This development a- 
rises to a large extent from a cause which 
has not been understood. 


The economic problem that most severely 
affects areas, communities and nations 
away from the metropolitan centers is fun- 
damentally simple. It is that even if a 
community has 21] the requisites for a 
Flourishing economy, without sufficient 
money in circulation a monetary economy 
will be progressively impoverished. The 


aminent economist Dudley Dillard wrote in 
the book Post-Keynesian Economics about 
the role of money supply in the economic 
community, "Money is not just another form 
of aconomic wealth. . .In a money economy 
all goods must assume a money form, that 
is, they must be trensformed from coods to 
money. Otherwise specialized producers 
have only negligible use for the things 
they produce. . .These simple facts have 
not been incorporated in economic theory, 
perhaps because they are too obvious for 
sophisticated economic analysis." 


If an individual family spends more 
money than it takes in it will be on the 
road to bankruptcy. Small communities 
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and hinterland areas similarly must have 
enough money for economic exchange within 
their awn economy for their economies to 
Give adequate work and employment. If 
people da not employ or buy from one an- 
other within the community, but buy pri- 
marily from the metropolis, more money 
tends to go out of the community than 
comes in, and to make a living people are 
impelled to co where the money goes. Pov- 
arty and depopulation characterize even 
fertile and well endowed parts of our na- 
tion, in consequence of the movement of 
money to the city. According to Orville 
Freeman, more than half a million people 
now move to our larce cities each year as 
displaced persons, overwhelming them with 
trouble. 


Modern commercial advertising and the 
undercutting of costs of production by 
heavy investment in automation and Labor- 
saving processes stimulate people to buy 
on the national market rather than within 
the local economy, and the national econ- 
omy does not return the money by buying 
equivalently from the local community. 
Installment buying leads people to buy 
beyond their cash resources. Money lend- 
ing, insurance and investment become con- 
centrated in the large cities so that peo- 
ple in the hinterland towns and communi- 
ties invest in the large city and borrow 
from it rather than within the local e- 
conomy. 


As each economic function is taken 
fram the local community, the amount of 
interest, wages and profit on transactions 
that take place through the city grows; 
the result is that a significant propor- 
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tion of cost in each transaction that is 
routed through the city stays there. From 
over the world come the raw materials and 
the market, but the profit predominantly 
goes to the large financial centers and 

the wealthy class in their suburban world. 
The loans the United States has made to 
South America have so great an interest 
burden that three quarters of the loans the 
United States now mekes to it are counter- 
balanced by interest payments on past 
debt.* Metropolitan centers are the places 
in which profit and interest payments ac- 
cumulate from the hinterland of America 

and of the world. 


The local community and region are 
especially disadvantaged in their short- 
age of money in the paying of taxes and 
rents which will be largely spent outside 
the community. These have to be paid in 
national currency and may require all the 
profits on the small farmer's or trades- 
man's operations, The expensive high- 
school training that taxes pay for is 
largely lost to the local community, for 
the high school and colleoe graduates 
predominantly migrate to the cities where 
their competence and training probably 
will be exploited in industry and com- 
merce, Under these circumstances the 
rurel and smaller town areas cannot af- 
ford good education; even the better 
teachers who get training by teaching in 
rural schools are hired away to the larg- 
er cities. It should not be surprising 
if the hinterland and rural areas of the 


nation are increasingly reactionary and 


* Report of Inter-American Development Sank 
Quoted in The Christian Science Monitor, 
5/31/68. 
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111 educated as well as poor and depopu- 
lated. 


Modern technoloay is not primarily re- 
sponsible for this migration of capital, 
property ownership and population into 
metropolitan centers. The same process 
took place in anciert Persia, Greece, 

Rame, and in many another commercial em- 
pire, only less rapidly than today. The 
discovery we need tao make and can make 
today is that this process, which Srooks 
Adams called "The Lew of Civilization and 
Decay", is not inevitable. It is not 
necessary to conclude that, since the econ- 
omic system has long worked in this way, 
every community and hinterland society 
must fall subject to the process as part 
of the “wave of the future", with the hin- 
terland areas continuing to be impoverished 
and depopulated and the population having 
ta move to the large city where the bal- 
ance of the money 93es. 


II. Community Economic Health Depends on 
its Working Capitel 


These economic tendencies that now af- 
flict the nation can be countered, communi- 
ty by community, by the equivalant of a 
Family managing its budget, doing for it- 
self with its own manpower and resources 
what i as not e money to buy from out- 
side. A present day community tends to be 
in a position analogous to that of a family 
with several husky youth that, lacking a 
power lawn mower and money to buy one, can 
either pay a commercial lawn mowing ser- 
vice and leave its own youth untrained and 
unemployed; or put its youth to work with 
the good but less modern equipment it has 
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and accumulate its own capital resources 
with which to better equip itself. 


But it is not enough to keep money in 
the community; it must circulate there, 
it must be used for the most needed in- 
vestment, exchanges and employment in the 
community. For idle money is of no more 
Benefit to the community than idle men. 
After a dollar of incomecomes into a com- 
munity the more often it is used for need- 
ed exchanges within the community, before 
it leaves for payment to the outside world, 
the more it will give income to community 
members for their employment and wealth. 


A case will illustrate the effect of 
the citizens disciplining themselves in 
using money in their community. A citi- 
zen of the community has received $300 
for cattle sold durinc the summer. He 
would like a big color television set. 
With his community responsibility in 
mind he pays the §300 to a neighbor whom 
he owes for carpenter work, The carpen- 
ter would like a wall-to-wall carpet, 
but considering his interest and his re- 
sponsibility he pays the $300 to the lo- 
cal dentist for putting the family teeth 
in order. The dentist would like a high- 
er-class expensive automobile but decides 
to pay $100 for paint and then to pay $200 
to a local painter to paint his house. A 
well-to-do neighbor sees the point, and 
instead of investing the family savings 
of $25,000 in a great corporation in the 
stock market he helps two young men to 
set themselves up in a small industry 
which will sell much of its product at a 
distance from the community, and thus add 
to the community employment and money in- 
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come. The development of this spirit has 
the result of making it more worthwhile to 
live in this community than to miorate to 
the metropolis, so that an increasing popu- 
lation and financial success attracts and 
fosters yet more employment and enterprise. 


Spending and employment within the con- 
munity should not take the place of econo- 
mic specializetion in the wider economy, 
as when the community can develop a ser- 
vice for which there is a potential market 
in the wider world. But that is not easy 
in most communities farther away from the 
metropolitan centers of population and fi- 
nance. The difficulty and cost of getting 
cutside income for the community through 
industry and agriculture is so creat for 
many communities that they would do well 
to make a particular point of spending as 
much as is feasible within the community, 
Fostering employment, sales and services 
between its members and developing pro- 
ducts which will have a market in the wid- 
er world. When so spent, any oiven amount 
of outside income can pyramid into many 
times greater employment and wealth than 
is commonly the case in American communi- 
ties. 


An outstanding example of sound appli- 
cation of this principle is the way a bank- 
er in the county seat of a rural county -- 
Clarkesville, Tennessee -- went beyand the 
usual perspective of the bankers' profes- 
sion to work for the economic community of 
his county. He employed a qualified staff 
and developed a program designed to bring 
capital to promising local enterprise and 
an economic order that would make for e- 
conomic health. During the thirties this 
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county rose fram being among the poorest 
to one of the most prosperous in the state, 
and the banker, William Bailey, was the 
first small town banker elected president 
of the American Jankers Association, 
Bailey tried to share with other bankers 
fundamentally the same concept as we are 
giving here. As another case of local 
economic effectiveness the Mennonite farm- 
ing communities in northern Ohio, through 
initiative and salf-raliance, have become 
sQ prosperous that thay are continually 
expanding their area by buying out adjoin- 
ing farmers who were living by the conven- 
tional economic pattern. 


III. Economics and Community ~-- Inter- 
dependence and Relatianship 


We have been discussing economics and 
community; it is time we gave some atten- 
tion to the relationship between the two. 
A Websters dictionary defines economics 
as "oertaining to the managemert of the 
affairs of a government or community with 
teference to its source of income, its 
expenditures, the development of its nat- 
ural resources, etc." Economics is thus a 
primary aspect of effective societies, from 
the community of the lowly ant or bee to 
the community of nations. 


The emsrgence of larger orders of so- 
ciety does not automatically eliminate the 
lower and smaller order, but must be made 
up of smaller societies just as the emer- 
gence of the large elephant does not e- 
liminate tne necessity of small cells and 
organs, but is made up of a complex of 
them. 
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The tendency in modern society to as- 
sume that the large state (including es- 
sentially state-like corporation and me- 
isopolls) must supplant the community in 
its roles of education, economics, com- 
munication, production and distribution 
misconcsives the nature of human society. 
We are mot faced with an either-or alter- 
native, but with the fact that the can- 
tinued wellbeing of smaller units is ne- 
cessary to the stability of larger units 
of society. If we allow the larger units 
to usurp the life and role of the family 
and smaller communities, the laraer in 
turn will be imperilled. Nothing can save 
the large corporations and state organi- 
zations if the fabric of society falls 
apart at its foundation. And of that 
Foundation the economy of the smaller 
units of society is an intrinsic part of 
their life. 


The Chamber of Commarce of Chambers- 
burg, Pennsylvania, published a book about 
its town in which the importance of the 
economy of the local community is well de- 
Fined: 


- elocal self-help is of national @s 
well as of local importance. We can 
state (the) reason for local initia- 
tive in this ways Since our national 
ecanomy is made up of many local or 
regional sections, the effectiveness 
with which local people design and 
operate each of these sactions will 
determine most of the points of 
strength and many of the points of 
weakness in the national economy. And, 
if depression comes, the inevitable 
impact of that depression on eny one 
community can be reduced by alert local 
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people and intelligent local planning. 
As in the past, so in the future the 
welfare of the United States will be 
determined not by any grand national 
strategy but by what everyday people 
do in dealing with their everyday lo- 
cal affairs. 


if a region or community has not an af- 
fective local economy it will be a poorer 
part of the national economy. 

The communities along the Hudson River 
between Albany and New York City are well 
situated for a prosperous economic life 
-- but for the fact that they are in the 
hinterland between two metropolises, and 
economic life now tends to gravitate to 
and be controlled by the metropolis. The 
same was true of Southern Illinois, midway 
between St. Louis and Chicago. Southern 
Illinois had all the resources for full 
employment and economic wellbeing (the 
best of river and railroad transportation, 
coal, cil, forest, diversified agriculture, 
minerals, and people), except for its fail- 
ure to galvanize them into relationship 
to the community. For decades it feiled to 
have an adequate financial and economic 
community of its own, and thus a poten- 
tially prosperous economic area was one of 
the nation's more disadvantaged “under- 
developed areas." If it had a vigorous 
sconomy it would be one of the more ef- 
fective parts of the economic life of the 
nation, Both Chicago and St. Louis are 
harmed by having so many people crowd into 
them who could not stay and make good in 
such communities. 


ahat is true between reacions of the 
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United States is also true between na- 
tions. Japan, having protected and fos-~- 
tered the life of its ecomony is the bet- 
ter member of the economic community of 

the world as compared with the Latin Ameri- 
can countries that are under servitude to 
the North American economy. The wealthy 

in many Latin American countries buy lux- 
uries from abroad and invest their money 

in Swiss banks, while their own economies 
are but suppliers of raw materials for the 
North American economy. To counter this 
trend, India is now trying to severely 
restrict expenditures and investment out- 
side the country in order for it to be 

able to buy essentials from the world 
market. Because such control over foreign 
expenditures has bean inadequate, India has 
had much of its international currency 
wasted an the personal wants of the wealthy. 
India still has its own currency with 

which to carry on its own internal economy. 
Such a potentiality does not ordinarily 
exist for the community and region within 
the nation. 


This allusion to the need of communi- 
ties and nations to protect their econo- 
mies must not be interpreted as suqgestinn 
that the national and international econo- 
mic communities should be "balkanized"into 
a confusion of tariff barriers and import 
Quotas. Extremes and stupidity must be 
avoided, But it must be recoanised that 
reciprocity and economic balance in trade 
is necessary between communities as between 
nations. 
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IV. Historical Background of the Community 
Economy 


Throughout most of human history and 
prehistory the small community successful- 
ly played a key role in human life, defend- 
ing, educating, transmitting the cultural 
heritage, controlling and distributing the 
limited area of land and resources within 
its boundaries and maintaining morale and 
economy in terms of larger values than 
those of just the isolated individual. 
There was no intrinsic conflict, but rather 
an ecdlogical harmony was achieved, between 
the life of the community, that of the in- 
dividual, and that of the larger world be- 
yand the community. Instabilities existed 
and wars were fought, but the stability of 
the small community persisted, The crucial 
factor that over the world caused the 
breakdown of the local community and its 
economy was analyzed in the Newsletter of 
the Institute of Ethnic Affairs: (Nov. 1948) 


A world-wide, urgent problem is that 
of the rural local community--the vil- 
lage community--in the modern world. 

Can it become once more, what it was 
for aeons, the richly flourishing home 
of its members? Can it thus become, 
while also uniting its members with 
the nation and the world? The future 
of India, of Indonesia, of Africa, of 
the Andean Highlands and Mexico, and 
of many other regions, is bound up 
with the answer to this question. 
Research, experiment, and cautious 
yet intense social enterprise, are 
called for by the question. Tra- 
Qically little of these is being 
suoDlied. 
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Dutch administrators and scholars 
have thought long and deeply upon this 
question. They generally assume, or 
conclude, that when money economy en- 
ters the village community, the genius 
of the community starts to die. The 
complexly organic unity falls apart, 
intra-village rivalry takes the place 
of mutual aid, social value perishes. 
Gut the scholars acknowledge that very 
little of wisely planned and sustained 
experimentation has yet been carried 
out. * 


It is not necessary to conclude from the 
history to which the Institute of Ethnic 
Affairs referred that a money economy 
must or always had such a degenerative ef- 
Fect on the community, and that controls 
must hereafter be delegated primarily to 
other social antities than the community. 


The typical capitalist economy displaced 
the integrity of the local economy largely 
because of a little recognized character- 
istic of the conventional monetary system 


-- that our money is designed to serve 


*(It is significant that before this or- 
ganic unity of the local community and 

its economy began to fail the critically 
important problem of population control 
was one of the strongly effective areas of 
community responsibility, and that widely 
over the world the stable community and 
family limited offspring to fit the limits 
of opportunity for the generation to come, 
It was not war or disease that was the 
primary control, but the various patterns 
of community and family control that pre- 
vailed in the stable community.) 
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both as a medium of exchange and as a 
store of wealth. Im consequence such a 
maney is characterized by what Maynard 
Keynes called "liquidity oreference", it 
is scarce because it can be valued as a 
store of wealth rather than just as a 
medium of exchange. OQur high interest 
rates are required to persuade people to 
lend such a money. As economist Dudley 
Dillard has pointed out, 


"such a money in its role as a store of 
wealth stands as a barrier to full pro- 
duction, that is, unemployment is 
caused by money." 


Sut there have been effective monetary 
systems that had fundanentally differ- 
ent characteristics and effects. Such a 
system prevailed for more than two hun~ 
dred years in Europe during the period of 
the guilds and Gathic architecture. This 
was a time of rapid technological advance, 
commercial prosperity, full employment and 
of prosperous small cities predominantly 
less than eicht thousand in population. 


The distinctive feature of the monetary 
system during this crucial period of Eu- 
rojean history was the "seigniorage" tax on 
money, making it infeasible to use money 
as a store of wealth. After this tax was 
discontinued, economic depression and un- 
employment set in over Europe, and the en- 
suing misery led to the peasants! rebel- 
lions in Germany and Encland, widespread 
breakdown of the traditionel small com- 
munities and the displacement of rural 
pesple to the cities. 
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V. An Economy Requires Controls and Dis- 
cipline 


The basic question follows: Can a _com- 
munity today protect its solvency and its 
own economy as a wise family and nation 
must? To some degree prudent communities 
do this now within the present pattern of 
society. The chambers of commerce of good 
communities serve this purpose as in the 
case of Chambersburg, to which we referred. 
They endeavor, as did William Bailey, to 
bring snaugh money income to the community 
through economic enterprise to sell on the 
outsides market, and through local enter- 
prise to help the community to serve its 
own needs. 


The prosperity of Amish and Mennonite 
farmers depends on their protectina their 
aconomy from depletion of its working 
capital, as by excessive diversion of in- 
come away from essentials. They are 
careful not to buy more from the outside 
economy than they receive as income; 
they insulate their culture from the psy- 
chological pressure of advertising driv- 
ing people to buy out of relation to the 
necessities of their economy, and they 
maintain the community morale to make such 
controls effective. Consequently the 
Amish and Mennonites are able to provide 
for their increasing population by buying 
out the farms of their neighbors, and 
prosper while farmers generally are having 
to reduce their numbers. 


One does not have to be a horse and 
buggy Amish farmer to use horse sense. We 
shall show that a balanced and progressive 
non-agricultural community can take action 
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to achieve the basic economic values that 
the Amish have achieved. However, wise 
social controls and standards in community 
affairs are needed, especially to offset 
the powerful forces of commercial adver- 
tising and the financial practices that 
have had a whip hand over the economy. 


Controls have always been necessary in 
economic life, even among lower animals. 
V.C. Wynne-Edwards and others have docu- 
mented the wide extent of social and biolo- 
gical controls among lower animals showing 
that they have been necessary for healthy 
group survival. Our problem today is how 
to attain controls for healthy economic 
life that will be consistent with human 
freedom and without the deadening hand of 
bureaucracy reaching into all corners of 
society. For the economy must not be 
merely a grab-pot to the gqreediast, the 
most prolific, the most improvident. The 
phrase “from each according to his abili- 
ty, to sach according to his need" has 
this hidden implication of differentiation 
between need and demand. 


Social controls are essential to a 
strong and vital community. They give 
freedom to the group to work together in 
a unity that can vastly extend the oppor~ 
tunity and wealth at their disposal. Con- 
trols obviously need to be temperate, to 
help the individual and group to share the 
wider heritage of mankind and allow free- 
dom for individuality. Such freedom is 
being lost to the pawns of the “system" 
among whom there is not the vision and 
discipline of community. 


Society is inherently an orchestrated 
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relationship of individuals within social 
wholes. Speech, reading, play, labor -- 
all are outgrowths of community and require 
discipline for them to be possible. A per-~- 
son has no freedom to drive, or play in an 
orchestra if he has not the discipline of 
his own person and of group relationships. 
The undisciplined are the infants and the 
tragically ill brought-up. The tyranny 

of authoritarianism is the ultimate al- 
ternative to inner discipline in fellou- 
ship and community. And this applies fun- 
damentally to economic life. Israel's e- 
conomic success is an outgrowth of a dis- 
ciplined people. Inner character control 


as compared with overt police control can 
be as much e@ community as an individual 
development. 


VI. Appropriate Disciplines are Prereq- 
uisites to Fresdom 


The most obvious answer to the problem 
of economic controls is to set up a govern- 
mental apparatus to deal out to each per- 
son, family or community what should be 
its rightful share of resources and pro- 
ductivity. Under such a bureaucratic eco- 
nomic order the decision-making power 
would have to be delegated to an elite 
power group, and there would have to be 
bureaucratic apparatus to manage most of 
the intricacies of the economy. But even 
with computerization such an economy would 
tend to be an unwieldy deadening monstros- 
ity. Automation and freedom of choice are 
necessary ingredients of a healthy free 
society -- automation in the sense that 
the details of the economy do not have to 
be continually supervised, controlled and 
directed. The word autonomy is not suf- 


20 


Ficient to denote what is needed, for if 
there is to be autonomy and freedom there 
must be the kind of economic order that 
will permit it. These qualities need to 
be built into the ecanomic order. And 
they can be built in. The use of the open 
market and of money are both invaluable 
tools for automation and freedom if they 
can be separated from the causes of ex- 
ploitation and destruction of the inte- 
grity of economic communities. 


We have the historical precedent of 
such a balance between monetary freedom 
and social control in the economic order 
we referred to that existed in Europe for 
the more than two hundred years during the 
gothic era of quilds. Within this econo- 
mic order, as sociologist Carr-Saunders 
has shown, effective and eugenic popula- 
tion controls were intrinsic parts of the 
social economy. It was a time of balance 
between freedom and discipline. The fac- 
tors that made it possible are described 
in Arthur Dahlberg's Money in Motion. Ex- 
perimental economic pilot scale use of 
these principles will be described later. 


VII. Experimental Development of Sound 
Economic Processes 


Such basic principles in economics, 
almost too obvious to belabor, but too 
generally lacking in economic theory, 
must be applied in different ways to fit 
differing circumstances. Any one tech- 
nique may be inapplicable to some circum- 
stances. The technique that was unwitting- 
ly but successfully employed in gothic 
Europe might encounter such great opposi- 
tion from vested interests that it could 
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not long be employed by communities today. 
But knowledge of the basic principle, and 
of why the hinterland economy has failed, 
can enable communities that have a good 
morale to use other methods that are within 
their reach as did William Bailey in Ten-~ 
nessee. For that reason we will go into 
but little detail about any one successful 
procedure for developing effective local 
aconomic life, and about their part in the 
larger regional and national economy. That 
is available elsewhere. 


Today we must have new insights and 
variety of experimentel social and econom- 
ic developments if we are to find ways out 
of the impasse in which society is now 
caught. Fundamental characteristics of 
our financial order are the same as those 
by which ancient Greece and Rome suffered 
and fell; some of its characteristics are 
s0 grossly out of date that they are a 
hazard to mankind in this era of automa- 
tion and atomic eneray. 


Rather than make wholesale, nationwide, 
changes in the financial and economic or- 
der with procedures that have not been ex- 
perimentally tried, it would be well to 
experiment on a smaller scale that will al- 
low sxperience to devslop without jeopard- 
izing the entire nation. Thus in Chicago 
during the great depression a variety of 
economic innovations in community economy 
were tried out, and all but one failed. 
The one that succeeded was based on the 
principles that are the subject of this 
essay. 


These are not utopian concepts, impcs- 
sible of accomplishment within a community 
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or region, or with implications of ex- 
cessive interferance with individual lib- 
erties and national wellbeing. They have 
been successfully incorporated in a vari- 
ety af cammunities using the technique 
that was the subject of the essay we re- 
ferred to by Dudley Dillard, basically the 
same procedure used in Europe during the 
gothic period of which Arthur Dahlberg 


wrote in his Money in Motion. 


Several communities in Germany and 
Austria developed their own local cur- 
renciss designed to fulfill the conditions 
of full employment in the local community, 
even when there was widespread unemploy- 
mant in the national economy. Ouring the 
depths of the aqreat depression the town of 
Woergle, Austria advanced from severe un-~ 
employment to full employment within three 
months from the beginning of its innovation, 
and within a year was prosperous. A near- 
by town, Kirchbichl, followed suit with a 
similar program, A meeting of 200 Austrian 
mayors decided unanimously to follow the 
Woergl example. Prominent people, includ- 
ing Daladier of France, visited and were 
enthusiastic. But when the example 
threatened to spread, the Austrian nation- 
al bank took legal action against it. Af- 
ter a long legal battle the Austrian Su- 
preme Court decided in favor of the bank, 
and the innovation was prohibited, 


In the United States the economic com- 
munity we referred to in Chicago used the 
same technique very successfully for sev- 
eral years until the second world war 
with its price controls and other special 
provisions made it necessary to discon- 
tinue it. 
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The method used in these experiments in 
Austria, Germany end Chicago was to have a 
differential in the exchange between the 
local and the national currency, such that 
people having the local currency would 
take a loss of about ten percent if they 
changed from local to national currency 
and correspondingly had 2 gain in eaxchang- 
ing From national to local currency. They 
sold to each other at the same face value 
as they would with national currency (al- 
though they required part payment in nation- 
al currency for such new commodities as 
autos). A community newspaper advertised 
all the firms and merchants that partici- 
pated. To insure active use of the cur- 
rency, it was designed to lose a small 
percentage of its original face value ev- 
ery week or month. In consequence the lo- 
cal currency was used so actively that it 
had three times the frequency of use -- 
velocity of circulation -- of the national 
currency, which in effect made the working 
capital of the local currency three times 
as valuable to the community as an equiva- 
lent amount of the national currency. 


The European communities using this 
type of economy found their local curren- 
cies so popular that they were spreading 
into national use and the national banks 
prevailed on their governments to prohibit 
them because they were threatening to dis- 
place their currencies from circulation. 
This new type of currency increases the 
financing and beginning of new businesses 
-- sO necessary tao new employment -- and 
makes it possible for local demand to stim- 
ulate supply by local business. Similar- 
ly, local investment is preferred to na- 
tional investment. In the United States 
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such a currency is legal in denominations 
of a dollar and more. 


Systems of community economy and ex-~ 
change, if well conceived, stimulate re- 
ciprocity, between the economies of com- 
munities such that each in its speciali- 
zation and its need for products from 
others will complement each other in their 
trading, buying and salling with each 
other. for example, the Midwest Exchange, 
operating over a number of midwestern 
states during the depression, linked up the 
needs for products and for markets of 
firms over a wide area; in an area of 
Switzerland and Sermany an “economic ring" 
or clearing house between enterprises 
operated in a manner similar to the Chi- 
cago United Trade Dollar Exchange and the 
Midwest Exchange. (The latter was forced 
to discontinue because of provisions in 
the government NRA program that were later 
found unconstitutional.) 


VIII. Ethical Considerations are Funda- 
mental to Economics 


The successful operation of such sys- 
tems of building employment and economic 
life tends to carry enterprises and com- 
munities into prosperity to the point that 
pecple do not so much feel need for them 
and may dispense with them. Prasperity 
allows people to forget the need for mu-~ 
tual endeavor and aid. A sound community 
does not thus allow its morale and mutual 
aid to be merely a response to economic 
need and to disappear in consequence of 
plenty. It requires vigilance to maintain 
practices and morale that will keep eco- 
nomic conduct in line with long range 
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values and purposes. Here again economics 
and community must go hand in hand. The 
community must have its economy, and the 
character of the economy must be fostered 
by the community and its enduring pur- 
poses. 


Without a foundation in higher values 
and purposes economic processes tend toa 
degenerate into ends in themselves and to 
betray and defeat human values. Preoc- 
cupation with profit-making will lead peo- 
ple to sell out all that differentiates 
a man from a beast and even to descend 
below the level of the beasts in sacri- 
ficing wellbeing of community, family and 
children for the getting and spending of 
wealth. 


The community economy and economic mu- 
tuality can enable the few who put ethical 
and social considerations primary in their 
affairs to support each other and become 
an economic community even while the world 
at large rejects such considerations and 
worships the god of mammon. Such commun- 
ity of purpose can enable ethical consider- 
ations in economic life to be economically 
sound. People desiring meaningful and 
ethical association in employment can turn 
to groups that have held such velues, and 
each such community when it is in need 
can turn to others for help and reinforce- 
ment. Koinonia Community has thus been 
helped over times of crisis; Highlander 
Center is insured by a circle of friends 
when commercial insurance is unavailable. 
The Antioch Sookplate Company, which had 
been the headquarters of the Midwest Ex- 
change, has been a fellowship of people 
desiring employment association with oth- 
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ers of purpose. Communication and mutual 
aid between such communities is widespread. 


Thus economic community based on con- 
siderations of justice and human brother- 
hood is not insular or provincial, but just 
the contrary. It leapfrogs over great 
distances uniting people and communities 
of common purpose in cooperation and mu- 
tual aid. Ingenuity and community action 
can accomplish much if there is the under- 
standing, the will and community spirit. 


IX. The Community's Prerogative and the 
Stakes at Issue 


Few people realize what a high price 
is paid for failure to have such an eco- 
nomic base as we here suggest. We have 
become inured to the fact that the greater 
the automation and mechanization, the 
greater seems to be the unemployment and 
the competitive difficulties of keeping in 
business. The large corporations that 
Teceive the lions’ share of the benefit 
from research, automation and control of 
capital increasingly buy out the economy, 
and the concentration of wealth rapidly 
Places most of the aconomy at the mercy of 
the wealthy. 


Two hundred years ago in many industries 

a man could produce but a thousandth part 
as much as he can now with the benefit of 
modern industrialization. S8ut it is now 
more difficult for most members of the 
community, from childhood to old age and 
from business executives to the industrial 
worker in terms of the crucial stress 

upon vital energies. It is the Appala- 
chians in their unemployment and the in- 
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mates of prisons who have freedom from 
stress as avidenced by few heart attacks. 
The hindmost can ost unemployment relief, 
but such admission of failure is poor 
sOlace for a self-respecting person. The 
two million migrant agricultural workers 
are our modern equivalent of the slaves 

of the past. Instead of productivity of 
labor making life more leisurely and 
beautiful it increases the strain, dis- 
placing all but the more productive farmers 
on Parms many times as large as once were 
adequate to support a family. It is be- 
coming necessary for both husband and wife 
to work to support the family away from 
home, whereas once children had fellowship 
with both parents and care adequate for 
their developing personalities. 


In the midst of our burgeoning wealth 
our schools are mass production facilities 
in which underpaid teachers can give lit- 
tle opportunity for individual partici- 
pation and expression by children. We can- 
not afford public services to cope with the 
growing problems of such a civilization. 
War is only one cause of these problems. 
The alternative to war has tended to be e- 
conomic depression as occurred before the 
second world war and sporadically since 
that war. 


The community and region that masters 
the problem of inadequate demand and re- 
builds the economic community can take 
full benefit of modern productivity of la- 
bor and be free from the evils with which 
it has been associated. There are few 
greater contributions the community could 
make toward national wallbsing and world 
peace than to thus establish a sane econo-~ 
mic basis of community wellbeing. 


28 


BIBLIOGRAPHY 


Thea concept of the community economy 
has a limited literature, the use of tax 
incentives to money circulation has little, 
while the relationship between the two has 
almost none, despite the success of com- 
munities using them. 


Dudley Dillard's assay “The Theory of 
Monetary Economy" in Post Keynesian Econ- 
omics (edited by Kurahura, Rutgers Uni- 
versity Press, 1951) is a theoretical dis- 
cussion of the demurrage tax written with- 
out awareness of its use in practice. Dil- 


lard is professor of economics at the Uni- 
versity of Maryland. 


The author's The Economics of Non-In- 
flationary Full Employment Is a survey of 
e demurrage tax in erature, theory 

and practice. 


The German community economy exper- 
jence is reported in the New Republic 
of August 10, 1962, by Hans Cohrsson. 
This and the Austrian community economy 


was written up in pamphlet form by Or. 
Hugo Fack in The Soom of Swankirk and 


The Miracle o oerglea. 


The economy of the gothic period is 
discussed in a theoretical study by 


Arthur 0. Dahlberg, Money in Motion, 
second edition (John DeGraff, Inc. 1962). 
Dahlberg's earlier book When Capital Goes 
on Strike (Harpers, 1938) Led to his 
being chosen by the Temporary National 
Economic Committee of Conoress to write 


the monograph Analysis of Recovery Plans 
(TNEC Monograph ee 1940). arackes 


29 


Adams in his The Law of Civilization and 
Decay (Vintage Press) supports the economic 
historians Damaschke, Freytag, Ebangrouth 
and others in writing that “The time from 
1150 to 1450 was .. .a period of sconomic 
prosperity such as we have difficulty in 
imagining." The role of the seiqniorage 
tax during this time is the subject of 

Hugo Fack's pamphlet The Gothic, 1150-1450. 


Chambersbur its Record and its Pros- 
ect was published in 1945 by its Chamber 
of commerce. Accounts of the work of 
Charles William Bailey in Clarkesville, 
Tenn. appeared in a number of periodicals, 


briefly in Readers Digest, April 1944. 


Carr-Saunders' historical study of 
community population controls is a much 
needed corrective to the prevailino assump- 
tion that human populations have hereto- 
fore been limited primarily by disease 
and war. His The Population Problem (Clar- 
enden Press, Oxford, 1922) deals with 
this most succinctly on pages 280-284 
and 291-296, 


The rapid displacement of people from 
rural America and the need to find new 
ways of accomodating them is the subject 
of an article by Orville L. Freeman when 
Secretary of Agriculture entitled “Coming 
up, a Different America". It appeared 
in the Social Services Outlook of March 
1968, published by the New York State 
Department of Social Services. The Com- 
mission Report Urban and Rural America 
of the Advisory Commission on Intergove 
ernmental Relations (April 1968) is 
available from the Superintendent of Doc- 
uments, Washinaton, D.C. 


30 


Fa a at i i 


Fa ai Te do 


3 
3 


tnclosed find § 


ee 


) 


1 
2 


5 


BOOKS AND PAMPHLETS AVAILABLE FROM 


COMMUNITY SERVICE, INC. 
Box 243, Yellow Springs,0. 45387 


On Intentional Communit 
Intentional Community Handbook $1.00 
Intentional Community and the Folk 
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Reconstruction Through Mutual Aid §.50 
On Small Community 
The Community of the Future and the 
Future of Community $2.00 
The Heritage of Community $1.00 
The Future of the Community Heritage $1.00 
On Economics 
The Simplicity of Economic Reality and 
Non-Inflationary Full Employment §1.00 
Community Policy and Initiative and 
A Threefold Economic Balance $.50 
Prerequisites for Community Well-being 
On Education $1.00 
The Small Community as Educator and 
The Human Scale of Schools §$.50 each! 
Community Comments 
The Future of Cities and the Future 
of Man $1.00 
Yesterday's Preparation for Tomorrow's 
Crises $.50 
The Possibility of Reconciliation $.50 
The Past Rules the Future; Sut Man 
Can Create a Great Past $,50 
It Can Be Done in Economic Life $1.00 
It Can Be Done in Home and Community $1.00 
1,2,3,4 and 5 together $3.00 
By Arthur Morgan 
Bottom Up Democracy $1.00 
The Long Road $2.50 & $1.50 
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